
 

 

 
 
 
 
 
M E M O R A N D U M 
 
TO: Peabody Retirement Board 
 
FROM: Joseph E. Connarton, Executive Director 
 
RE: Approval of Funding Schedule 
 
DATE: December 5, 2016 
 
 
This Commission is hereby furnishing you with approval of the revised funding schedule you 
recently adopted (copy enclosed).  The schedule assumes payments are made in equal quarterly 
installments each fiscal year.  The schedule is effective in FY17 (since the amount under the prior 
schedule was maintained in FY17) and is acceptable under Chapter 32. 
 
The schedule reflects a reduction in the investment return assumption from 8.25% to 7.75% and the 
adoption of a fully generational mortality table. The schedule also reflects the adoption of other 
demographic assumptions based on a recent experience study performed by your actuary.  Although 
the revised assumptions are less conservative than the current standard PERAC assumptions, which 
we continue to believe are reasonable, we have not performed a recent experience analysis for local 
systems to compare our findings with the results of your study. 
 
With respect to the amortization period of the unfunded actuarial liability (UAL), we would have 
preferred a schedule be adopted that more aggressively amortizes the UAL.  For the past three years, 
we have been recommending that systems determine schedules to fully fund the UAL by FY35.  
This provides more flexibility in the event of a market downturn.  We believe this could be 
accomplished with relatively small increases to current appropriation levels. 
 
In our memorandum dated December 9, 2014, we indicated that we had concerns about the salary 
increase assumption of 3.0%.   This valuation used that assumption once again.  This assumption is 
the lowest used by any system under Chapter 32.  We expect over the long term that this assumption 
will need to be increased (and/or the investment return assumption decreased) which will increase 
plan liabilities. 
 
If you have any questions, please contact PERAC's Actuary, Jim Lamenzo, at  
(617) 666-4446, extension 921. 
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